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Regressors are lagged values of: DEFICIT; SD = standard deviation of the output gap over the previous five years; output gap; dlog(GDP) = growth rate of real GDP per capita; CRISIS_DEF = dummy taking value 1 if DEFICIT is less than or equal to -7.5; election = dummy for legislative and/or executive elections; left = dummy for left-wing governments; younggov = dummy for governments in the first two years of office. Regressions are performed with least squares with random effects. Standard errors, in brackets, are clustered by country and robust. ***, ** and * denote significance at 1, 5 and 10 per cent level. Note. Dependent variable is DEFICIT = government deficit as a share of GDP. Regressors are lagged values of: DEFICIT; SD = standard deviation of the output gap over the previous five years; output gap; dlog(GDP) = growth rate of real GDP per capita; CRISIS_DEF = dummy taking value 1 if DEFICIT is less than or equal to -7.5; election = dummy for legislative and/or executive elections; left = dummy for left-wing governments; younggov = dummy for governments in the first two years of office. Regressions are performed with least squares (LSDV) with country fixed effects. Standard errors, in brackets, are corrected for heteroskedasticity and consistency with Kiviet (1995) procedure. ***, ** and * denote significance at 1, 5 and 10 per cent level.
